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EMCRANDUM FOR THE SECRETARY OF DEFENSE 


SUBJECT: Pessible Economic Measares {n tha Cuban Situation 


This memorandum will duscribe altervative caursea of action 
af an econemic nature designed to increase the preseure for removal 


of offensive weapons from Cuba. 


While a wide range of mcasures is available for conaideuatians 


none of thesa would have any significant immediate effect on the Cabana. 


economy, and the effects vary inversely with the complexity ofthe. 
course of action. In facet, osthing short of direct attacks on Cubes. : τς. 
resources (crap destruction, contamination of raw matertala-by - Σ 
aadctage, etc.) would produce immediate and drastic reculigy and j ᾿ 
of these msasures seom lose desirable than direct overt naliiieny 1 j 


Since Caba is not directly invalwed in i:ilitary action, imposing 
a heavy drain on its resources generally, catting off supplies from 
sitaide Cuba produces only delayed effects. “Cuba hae already been 
forced ta achieve a degree of autarky. Cuba's exports dropped from 
an estimated $735 millicn in i953 to an eatirrated $530 million in 3962, 
of whieh all but $100 million are from the biec. The importe have gone 
rora $255 million in i944 to an sstimsted $645 :aillios, of which all 
itt $:25 millien are from the alec. By the end of 136i, Cuba's con- 
vertible foreige exchange resources were virtually oxhausted. Her 
principal sxporta are sugar (JO%), tobacco, nickel, and manganese ores. 
rincipal imports are POL, all of which now comes fram the Soviet 


howe ἴα i964 about $160 milion in raw materials and machinery were 


tegen tee Free ‘Torld other than the U.5. 


tat latiow te the Cuban δεσπόζων from Gusntaname operations 


ΣΕ, ἐπ αὶ τε 3 million in FY 13962, substantially ail of which went for 


pay ta Cuban werkers. 


The principal ecouomic alternatives available are extension of th: 
present quarantine, mn@saures ta diacourage Free (crid trade with Cubs 
aod the availability of Pree “orld bottome ior charter, and certain 
ctigesilaxsous measures deseribed baiow, ως ΝΣ 
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Tha effects of a denial of POL would ou felt in 43-18) days in 
various sectors of the economy (sae Attacument 4). These effects 
could be augmented sy sabotage of internal resources, although tha 
Cubans might be able te shift to some extent to alcshol produced 
from sugar. 


Qne possibility te be considered 16 a compiscte blockade covering 
all goods except food and medicines, which might be supplied oy ihe 
U.S. A 23 October CIA estimate, however, concludes that sucha - 
blockade wold be unlikely to change significantly the general pattern of 
political alignments, and would, of course, at ihe same time have 
maxcimem irritating effect on the Alllsace. 


Ne quantitative information is yet available on the «ἐπεὶ of 
quarantine operciions on commercial insurance underwriters. The. 
OMA reports that opersters are being squeezed between the mayiiime: 
unions, which are demanding risk bonuses, and the insurance ndere:« ΄.᾿ 
writers. A Homduran flag ship unloading αἱ Guentaname in the last te 
days apparently demanded a bonus of $14,936. Whether the rink te, “8 
assessed ae high for ships going through the U.S. quarantine ἐδ questian+ 
able. Dut even a single incident would be axpecied to inflate casts 
aubstantially. OLA is continuing te pursue this matter. tate is preparing 
an Executive Order (200 Attachment 85} thst will deny entry inte U.S. 
ports te veesels in ble trade with Cuba during the same voyage, and 
thet will emciude all the vescels af any company that chartere any of 
its veasels for υἷος arma trade. This order might be extended to apply 
the same drastic exclusion te companies any of whose vessels engages 
in any trade with Cuba; but again the adverse reaction scems to outweigh 
the benefit. 


4 bam om bunkering ty U.S. oil companies of vessels engaged in 
ihe. Cube trade would cave lumited effectiveness unless Britiah Shell 
, glans Shell has ample bunkering facilities in the Caribbean 
«ποις: ts albus possisic for veasels to dowbls-bunker ia Europe te 
φασαξ πα sound tel to Cuba, topping off in Cuba, if necessary, for tne 
return veyage. An effective sam on POL io Cuba weald make topping 
off move difficult, 


ἃ number of other more comples devices are available to 
reduce free world trade with Cuba, including application of prevent 
controls on U.5. companies to overseas subsidiaries of U.S. 


ceaspunies (ae ἐπ the case of contral of trade with Communist China). 
fhe Sattle Act, which prahisits countries receiving U.S. foreign aid 
to engage in strategic trade with Irom Curtain countries could bea 
applied to Cuba and atrictly enforced. And the Trading with the cnemy 
ἐσὲ could be employed to blackdist foreign firme trading with Cuca 

or ἴα block their aasets in the U.S. 


U.S. airy traffic to and fram Cuba is currently banned by 
Cuban Government order. A similar order could be made by the U.S. 
Government, 


U.3. communications companies could ba prohibited from. . 
handling Cuban traffic. This prehtbition could Le quite effectind,. since. 
nine of the ten external cables could he contralled directly of πόση the 
Trading with the Zeemy Act, and the remaining cable is Erich cone. 


The Soviet Union still retains a nurnter af U.S. Lend Laane 

50 iar, negotiations huve failed to produce a settlement for the γοῖνα 
of these shipe. Under the Land Lease igreement, the Soviet Gates. 
promised to return sli defense articles transferred to them if the 
President of the U.S. finds them te be useful in defense of the U.S., 
or the “estern Hemispheres, or otherwise of use tothe U.5.A. The 
Sewiet δέον maintains that the veseals would not be ‘useful in the defense 
of the U.S. og the Western Hamiephere or otherwise of use te the U.S," 
Nevertheless, the U.S. still has a claim to these ships. There is same 
question as to whether unilateral action at this time would conferm te the 
requirements of International Law, withaut one further demand for 
teeis retarn. A messure that could be taken new would be te make such 
ἃ demand, with an announcement that if the dermand were not met within 
x deys, any ship falling within the class weuid be subject to seizure. 
Such a move, coupled with moves to cut aff free world charters, would 
igeyenen Se pressare on Soviet chipping. The Sovict Union now has 33 

δ᾽ : ships aggregating some 530,900 tens and 19-12% af their 
total maton tehnage, estimated at avout 4. 3 million tons. 
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The affects of a denial of FOL would ὑὰ felt in 53-18) days in 
various sectors ef the economy (ece Aftacument 4). These effecta 
could be augsnented sy sabotage of internal resources, although tha 
Cubans might be able to shift to some extent to alcohol preduced 
from sugar. 


Ome possibility to be considered ia a complcie blockade covering 
all goods except food and medicines, which might be supplied oy ina 
U.S. A 42 Octeber CIA estimate, however, comcludes that such a - 
bleekade woid be unlikely to change significantly tha general pattern of 
political clignments, and would, of course, at Lhe same time have 
maoimum irritating effect on the Alllasce. 


No quantitative information is yet available on the eifect af © 
quarantine operations on commercial insurance underwriters. The. 
‘MA reports that operstors are being squeezed between the θένα. 
unions, which are demanding risk bemuses, and the insurance under» = 
weiters. ἃ iomduran flag ship unloading δὲ Guantaname in cel fo 
days apparently demanded a onus of $14,930. Whether the εἰς te. 
assessed 28 high for ships going through the U.S. quarantine le question ~ 
able. Dut evea 2 single incident would be axpecied to inflate casts 
aunstantially, fA is continuing te pursue this matter. State is preparing 
an Executive Order (see Attachment B) that will deny entry inte U.S. 
ports te vessels in bie trade with Cuba during the same voyage, and 
that will emclude all the veszels of any company that chartere any of 
ite veasels for bles arms trade. This order might ὑφ extended io apply 
the same drastic cxchusian to companies any of whose vessels engage 
in any trade with Cuba; but again the adverse reaction svems to outweigh 
the benefit. 
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4 bam om buniering cy U.S. oil companies of veseals engaged in 
ine. Cabe trade weld cave lumited sffectiveness snleso British Shell 
ες Shell hee ample bunkering facilities ia the Caribbean 
ποις. Wis εὐκῷ poaricic for veasels to doubla-sunker ia Europe to 
eaves 5. xeund trip to Cuba, topping off in Cuba, if necessary, lor tre 
return voyage. jn effective 5 on POL io Cuba would make topping 
of more difficult, 


ἃ number of other more complex devices are available to 
reduce free world trade with Cuba, including application of present 
centrols on U.S. campanies to overseas subsidiaries of U.S. 
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counpanies (ae ἐπ the case of contral of trade with Communist Cuina). 
The Sattle Act, which prehizits countries recaiving U.S. foreign aid 
τὸ engage in strategic trade with bron Curtain counrries could bea 
applied to Cuba and strictly enforced. And the Trading with the cnemy 
‘et could be employed to blacklist forvign firme trading with Cuoa 

or to block their assets in the U.S. 


U.S. six traffte to and fram Cuba is currently banned by 
Cuban Gevernment order. ἃ similar order could be made ly the U.5. 
Goverument. 


U.5. communications companies could be prohibited from . 
handling Cuban traffic. This prehtbition could Le quite effective, since. 
ἀξ of the ten external cables could be controlled directly oF endaz the 
Trading with the Zeemy Act, aud the remaining cable is Brities contagiled. 


Ths Soviet Unien still retains a number af U.S. Land Lease stipe: 
So far, negotiations h.ve failed to produce a settlement for theyvalue~. — 
of these shipe. Uneer the Land Lease \greement, the Soviet Galas ὁ 
promised τὸ return sil defense articles transicrred to them if the 
President of the U.S. finds tham te be usefal in defense of the U.S., 
or the Yestern Hemuisphera, or otherwise of use tothe U.S.A. The 
Seyviet Union maintains that the veseels would not be ‘useful in the defense 
of the U.S. or the Wi esterm Hamisphers or otharwise of use te the U.5," 
Nevertheless, the U.S. still has a claim io thess ships. There is some 
question as io whether unilateral action at this time would conferm te the 
requirements od International Law, without one furiker demand for 
ineiy return, A measure that could be taken now would be te make such 
a demand, with an announcement that if the demand were not met within 
x days, any ship falling witaia the class would be subject te seisure. 
Such a move, coupled with moves to cut aff irce world charters, wauld 
suevenea the pressure on Soviet shipping. The {ovict Union now has 83 
8:8. Ἰδού Lenee shipe aggregating come $20,000 tons and 10-12% af their 
tuted aptahant tebnage, estimated at avout 4.3 million tons. 
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Senne significant preaguce oicht oo uxeried om cha Sevier 
tanker fleet. The deviet USO is now using 2975 ui thebe tender 
sapacity, cstimated at 250 tanke rz Sg 5regating about & -niilion iona, 
in carrying OUL to Cuba. Π we can deny to them the use of Free 

-orid tankers, day would have to use 40-45% of their total tanker 
capacity to supply Cuba at pregest rates, but this step could be 
accompliahed oaly if “satern chipping countries ‘vould agree to held 
their chavisring to the blac to tha pregent worldwida level -- walck 
$86 an unlikely agreenwet. 


fa summary, the only significans dtep that aeema worth com- 
sideriag at this point is ths oxtension of the quarantine to αν ζ' 
POL, and eves this step hee the disadvantage of ‘cing simed mee - 
at the Cunane than δὲ the Soviets, as well as producing sone sul 
stantial izvitation within the ἀππέσσω and some sympathy fasta. . 
~ubens aa vietinw of the 1.5. A aelective quarantine, sey on ertattek. ὦ 
gas, τος oe ines objectionabia on thesa grounds, ist its offjets goo 
shoud be proportionally less rapidly iolt aad widespread, ce - «Ὁ 
selected ban would aiso raquire sabotage of Cuban refineriegs a 


ta general, these ceanarndc measures —ould appear to lnsare only 
an oscaigtion of sur sbjectives wile reducin: cho cases availabis ts 
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Attachment A 


indastey, teanaportation and the Cuban cilitary ciachine are 
dependent on petroleum. ltinety-nine per coat of petroleurs needs 
are provided by imports from the δος. The transportation sector 
(including military uses, which are increasing) takes 40 per cant 
of petraleum production, electric power takes 25 pes cent, aad the 
remainder is used by industry. 


in 1961 was about 77,500 barrels per day and has 
tisen te 90,009 barrete daily in 1962. Storage is maintained at a 
high level and would provide petroleum products for some 75 days 
δὲ current rates of consumptiagn. Vader stringent conservation 
practices, this period might be stretched te six c:anths. a 


Of the aix refineries in Cubs, the case, Shell, and Teanee - 
plants are the only refineries of commercial icapertance. Thay hare: yO 
a total capacity of abouts 33,560 barrels per day. Jeplacemens 3. 
parts has been ἃ severe problem, but the regime with Blec aa 
Eregm νοὶ coaperetion hae been abba to chain «σία αὶ theses Sitan ; 
abread, and there is some Hrmited domestic production of pasts. 


tesame of estimates of present atecks follews. 


Cuber POL 


Eathnghes Days Supply st Current Rate of Demand 


Gas (moter, aviation, jet fuel) 60 
Residual Fuel 
Power Plants δ’ no 
Other uses 140 
Diesel Fuel 
Traasportation 60 
Agriculture ἐᾷ 
Other 186 


Storage Capacity (Millions of Barrets) 


(Assumed te be 2/3 full ΓΝ oe 
(Assumed to be 2/3 full ἜΝ ΝΣ 
(of whieh 90 δδεισωοδλφα refined 1.9} 
Tatal Products Available 6.29 \ 
Gas (26%) L 24: :* 
2eeidual (60%) 3.72 ee 
Diesel (105 . 64 
Other (10%) . 62 


2/ Ξεοξεσίς power production ie almost wholly dependent oa use of 
fuel oil, 
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